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Abstract:

The study aimed to analyze the development of the performance
of monetary and fiscal policy transmission corridors in the
Egyptian economy during the period (1991-2023) and measure
the impact of the complementary relationship between the most
important fiscal and monetary policy transmission corridors on
the inflation rate. Both the inductive approach and the analytical
and standard methods were used in addition to the standard
method. The study concluded that there is a direct effect of each
of the exchange rate, the total deficit ratio, external debt,
domestic debt, debt service, and the money supply growth rate
on the inflation rate, and that there is an inverse effect of the
interest rate on the inflation rate. The Central Bank of Egypt
targeted the policy of full exchange rate flexibility without
taking into account the primary and main objective of the
Central Bank, which is price stability. The contradiction
appeared clearly in the continued rise in interest rates with the
aim of reducing inflation rates despite the adverse effects of the
high cost of financing the budget deficit and the high debt
service ratio, which contributed to increasing inflation rates,
which constitutes a conflict with the objectives of financial
policy in reducing debt service burdens, which in turn
contributes to increasing inflation rates again. Here, the lack of
integration between the objectives of monetary and fiscal policy
corridors becomes apparent. The study suggested reconsidering
the Central Bank's biased policy of targeting the exchange rate,
and that the main objective of monetary policy should be price
stability, the gradual reduction of interest rates, and determining
the monetary growth rate that achieves harmony between the
objectives of economic growth and inflation targeting
Keywords:

Integration relationship - transmission corridors - monetary
policy - fiscal policy - inflation - nominal exchange rate -
interest rate on deposits - total debt service - total deficit -
autoregressive model of distributed lags.
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0.166 | 1.925 | INF — EXR 0.161 | 1.959 | EXR « INF
0.543 | 0.626 | INF — IR 0.254 | 1.443 | IR — INF
0.099 | 2.530 | INF — MS2 0.000 | 12.136 | MS2 — INF
0.240 | 1.506 | INF — TD 0.296 | 1.277 | TD — INF
0.426 | 0.883 | INF — ED 0.438 | 0.851 | ED — INF
0.123 | 2.272 | INF — DD 0.876 | 0.133 | DD — INF
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Spaall Laidy)
ME= o
Y | e | R | e
an ‘:/;LS’"J ! alagll @yl 993l s Slgha
dey | | ™ (%) e
(el (A Jaww 9o
1.12 87.5 12 17.8 3.13 | 1991
4.47 84.5 12 14.9 3.32 | 1992
29 85.8 12 12.5 3.35 | 1993
3.97 84.63 11.83 11 3.38 | 1994
4.64 79.78 10.91 10.3 3.39 | 1995
4,98 78.64 10.54 9 3.39 | 1996
5.49 75.15 9.83 8.8 3.38 | 1997
5.57 77.02 9.36 8.8 3.38 | 1998
6.05 76.04 9.21 9 3.39 | 1999
6.370004 76.7419 9.45 9.2 3.47205 | 2000
3.535252 82.3782 9.4566 9.1 3.973 | 2001
2.390204 87.8365 | 9.333333 8.6 | 4.499666667 | 2002
3.193455 | 96.67885 8.225 6.8 5.850875 | 2003
4.092072 | 96.67863 7.725 9.6 | 6.196241667 | 2004
4.471744 | 97.13784 7.225 9.9 | 5.778833333 | 2005
6.843838 | 97.38731 | 6.016667 8.8 | 5.733166667 | 2006
7.087827 | 96.20641 6.1 9.1 | 5.635433333 | 2007
7.156284 | 88.40425 | 6.583333 7.8 5.4325 | 2008
4.6736 83.1559 | 6.491667 12.1 | 5.544553309 | 2009
5.147235 | 80.74556 | 6.233333 10.5 | 5.621942918 | 2010
1.764572 | 75.79391 | 6.741667 11.5 | 5.932827652 | 2011
2.2262 | 69.71546 | 7.641667 14.8 | 6.056058333 | 2012
2.185466 | 74.61184 | 7.683333 144 6.870325 | 2013
2.915912 | 75.44265 | 6.916667 14.83 | 7.077608561 | 2014
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4.372019 | 77.98588 | 6.908333 11.027 | 7.691258333 | 2015
4.346643 | 98.13613 | 7.858333 12.13 | 10.02540079 | 2016
4.181221 | 87.60247 | 12.09167 18 | 17.78253352 | 2017
5.331109 | 77.76522 | 12.31667 18.5 | 17.76729042 | 2018
5.552093 | 73.45453 10.95 18 | 16.77058184 | 2019
3.550165 | 79.97472 | 7.783333 14.8 | 15.75917292 | 2020
3.290646 | 87.38649 7.4 14 | 15.64452728 | 2021
6.587846 | 94.39261 8.425 14 | 19.16043974 | 2022
3.759005 | 87.41747 12.65 14 | 30.6264137 | 2023

https.//databank.worldbank.org « el elull by : jaadl

byl 5538 PR (Graddl (Sl lill e gina dagine )l
https://www.cbe.org.eqg/ar/economics-
research/economic-reports/annual-report
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e 0 %) e FIE] / S
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(Ui ;L">.U| @Ul @hﬂ RY) e
- (s (%) (%) Jle=2V!
i (%)
19.74 6.94 83.2 87.2 20.3 | 1991
13.63 6.37 76 74.5 4.2 | 1992
12.08 4.7 72 65.8 3.5 | 1993
8.15 4.27 70 62.6 2.1 | 1994
15.74 3.93 66 55.6 1.2 | 1995
7.18 3.42 65 46.6 1.3 | 1996
4.62 2.67 89 38.2 11| 1997
3.87 2.21 65 38.1 1] 1998
3.07 2.33 70 34.3 2.9 | 1999
2.683805353 1.835949 79.7 28 4.3 | 2000
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2.269757205 | 2.034765 81 28.5 6.11 | 2001

2.73723855 | 2.439992 80.9 32.3 11.8 | 2002
4.507776363 | 3.348469 78.9 39.7 6.8 | 2003
11.27061933 | 2.766804 76.4 37.5 10.8 | 2004
4.869396969 | 2.559471 80.6 30.7 9.5 | 2005
7.644526445 2.30395 82.6 26.9 8.1 | 2006
9.318969058 | 2.198426 79.6 24.2 7.3 | 2007
18.31683168 | 2.005559 71.1 18.6 7.8 | 2008
11.76349544 | 1.568291 64.1 16.7 6.9 | 2009
11.26518827 | 1.428047 62.4 14.9 8.1 | 2010
10.06492599 | 1.628858 64.8 133 9.8 | 2011
7.111729433 | 1.189421 62.5 11.6 10.8 | 2012
9.469719811 | 1.222689 62.6 15.4 13 | 2013
10.07021547 | 2.012164 71.7 12.3 12.1 | 2014
10.37049034 | 1.168643 74.4 13.9 11.4 | 2015
13.81360621 | 2.023151 78 19.7 12.1 | 2016
29.50660839 | 2.750697 71.5 32 10.3 | 2017
14.40146578 3.34518 67.7 30.3 9 | 2018
9.152799593 | 2.940817 66 27 7.6 | 2019

5.04493289 | 3.341885 64.8 25.6 7.5 | 2020
5.214049405 | 4.471242 68.9 25.6 7 | 2021
13.89566098 | 3.892052 68.8 27.1 6.1 | 2022
33.88477631 8.9 | 2023

https.//databank.worldbank.org « sl elull by = jaeadl

Lahall 558 P Greaal) Sl il de giia Ligin )i
https://www.cbe.org.eg/ar/economics-research/economic-
reports/annual-report
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